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Independent Auditors’ Report

-"The Honorable Mayor and . . - . KennEmA, HinTon
Members of the City Council . ; E - L Monris J. PEACOCK

: . . I PHILLIP S, PEINE
RlChﬁCld Utdh o ‘ E e o . o C o R MicHAEL K. SPILKER

' Mark E. TICHENOR
We have. audlted the accompanymg financial statements of the gover nmental activities, the business- type

activities, each major fund and the aggregate remaining fund information of Richfield City, Utah, as of

and for the year ended June 30, 2006, which collectively comprise the City’s basic financial statements as

listed in the table of contents. These basic financial statements are the responsibility of Richfield Clty s

management Our tesponSIblllty is.to express an Opll'IIOl'l on these baS|c financial statements based on our
- audit. :

We conducted our audlt in accordance w1th auditing standards generally accepted in the Umted States of
-America and the standards applicable to financial audits contained in Government Auditing Standards,

* issued by the Comptroller General of the United States. Those standards require that we plan and perform -
the audit to obtain reasonable assurance about whether the financial statements are free of material -
misstatement. An audit includes’ examining, on a test basis, evidence supporting the amounts and

~ disclosures in the financial statements. An audit also includes assessing the accounting principles used

- and srgmﬁcant estimates made by management, as well as evaluating the overall financial statement
presentatlon. We belleve that our audlt provrdes a reasonable basis for our opinion.

"In our 0p1n10n the ﬁnanc1al statements referred to above present fairly, in all material respects, the'
respective ﬁnancral posmon of the governmental activities, the business type activities, each major fund,
and the aggregate remammg fund information of Richfield City, Utah as of June 30, 2006, and the
respective changes in financial position and cash flows, where applicable, thereof and the respective
budgetary comparison for the general fund for the year then ended in conformity with accounting

: prmcrples generally accepted in the United States of America.

In accordance with Govemment Auclttmg Standards we have also issued our report dated October27,

+ 2006, on our consideration of Richfield City’s internal control structure over financial reporting and on
our tests of its compllance with certain provisions of laws, regulations, contracts, and grant agreements .-
‘and other matters. The purpose of that report is to describe the scope of our testing of internal control
‘over financial reporting and compliance and the results of that testing, and not to provide an opinion on’

" the internal control over financial reportmg or on compliance. That report is an intégral part of an audit
performed in accordance wrth Government Auditing Stanclards and should be consrdered in assessm g the
results of our audit. - ‘

' The Management s Dlscusswn and Analysrs on. pages 3- 10,is not a requrred part of the basw financial
statements but is supplementary information required by the Governmental Accountmg Standards Board.
. We have apphed certam limited procedures wh1ch consrsted principally of i mqumes of management

1 ‘ ‘
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regardlng the methods of measurement and presentation. of the supplementary 1nf0rmat|on However we

~ .. did not dudlt the 1nformatlon and express no opmlon on it:’

' Our audlt was conducted for the purpose of formmg opmlons on the ﬁnancml statements that col]ecnvely

L comprlse Richfield City’s basic financial statements. The accompanying. combmmg statements listed in

the table of contents are presented for purposes of- addmonal analysis and are not a required part of the -
. basic financial statements of Richfield City, Utah. Such information has been subjected to the auditing

- procedures applied in the audit of the basic financial statements and, in our opinion, 1s fairly stated, in afl

B matenal respects in relatlon to the basw fmanc1a] statements taken as.a whole

| '+hn4m Brdrike, uu +s tzka PLu',
HINTON, bURDICK HALL & SP]LKER PLLC -
' Qctober27 .2.006-.-.




MANAGEMENT’S DISCUSSION AND ANALYSIS

This discussion of Richfield City’s financial performance provides an overview of the City’s financial
activities for the year ending June 30, 2006. This report is in conjunction with the City’s financial
statements.

The purpose of the City is to provide general governmental services to its residents which includes
general government, public safety, highways and public improvements, parks and recreation, water,
sewer, refuse collection and other services as outlined by the City Council and Mayor.

Financial Highlights

o The assets of Richfield City exceeded its liabilities as of the close of the most recent fiscal
year by $16,806,406 (net assets). Of this amount, $1,899,539 (unrestricted net assets) may be
used to meet the government’s ongoing obligations to citizens and creditors. Richfield City’s
total net assets increased by $1,597,830.

e At the close of the current year, the Richfield City governmental fund reported ending fund
balance of $1,718,417, an increase of $209,166 in comparison with the prior year.

e Richfield City issued new debt totaling $200,000. The debt was issued for the purchase of a
new fire truck.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Richfield City’s basic financial
statements. Richfield City’s basic financial statements comprise three components: 1) government-wide
financial statements; 2) fund financial statements; and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
Richfield City’s finances, in a manner similar to a private sector business.

The statement of net assets presents information on all of Richfield City’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of Richfield City is improving or

- deteriorating.

The statement of activities presents information showing how the government’s net assets chan ged during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement of some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).




Both of the government-wide financial statements distinguish functions of Richfield City that are
principally supported by taxes and intergovernmental revenues (government activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges. The governmental activities of Richfield City include general government, public safety,
highways and public improvements, and parks and recreation. The busmess-type activities of Richfield
City are water, sewer, garbage and landfill services. :

Refer to the table of contents for the location of the government-wide financial statements.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. Richfield City, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All
of the funds of Richfield City can be divided into three categories: governmental funds, enterprise funds
and fiduciary funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the governmental fund financial statements. However, unlike the government-wide financial
statement, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on the balance of spendable resources available at the end of the year. Such
information may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

Richfield City maintains four governmental funds; 1) the general fund, which is always a major fund; 2)
the capital improvement fund; 3) the special revenue fund and; 4) the debt service fund. :

Richfield City adopts an annual appropriated budget for all of its governmental funds. A budgetary
comparison statement has been provided to demonstrate legal compliance with the adopted budget for the
general fund.
Refer to the table of contents for the location of the basic governmental fund financial statements.
Proprietary (Enterprise) Funds

-Richfield City maintains four proprietary funds. These funds are used to report the same functions

- presented as business-type activities in the government-wide financial statements. Richfield City uses an

enterprise fund to account for its water, sewer, landfill and garbage operations.

Enterprise funds provide the same type of information as the government-wide financial statements, only
in more detail. The four enterprise funds are considered major funds of Richfield City.

Refer to the table of contents for the location of the basic enterprise fund financial statements.




Fiduciary Funds

" Fiduciary funds are used to account for resources held for the benefit of parties outside the government.

The Cemetery Perpetual Care Fund is the only fiduciary fund of Richfield City.

" Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements. The notes are part of the basic financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning Richfield City.

Government-wide Financial Analysis

As noted earlier, net assets may serve, over time, as a useful indicator of a government’s financial
position. In the case of Richfield City, assets exceeded liabilities by $16,806,406 at the close of the most
recent fiscal year.

By far the largest portion of Richfield’s net assets (84%) reflects its investment in capital assets (e.g. land,
buildings, machinery, equipment and infrastructure), less any related debt used to acquire those assets that
is still outstanding. Richfield used these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although Richfield’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.

Following is a two year comparison of the net assets of the city:

_ Richfield City
Statement of Net Assets
Governmental Business-type
activities activities
2006 2005 2006 2005
Current and other assets - $ 2,563,430 $ 1,946,048 $ 1,390,116 $1,392,842
Capital assets 10,963,710 10,133,691 13,619,606 13,749,409
Total assets 13,527,140 12,079,739 15,009,722 15,142,251
Long-term liabilities outstanding 2,908,155 3,040,430 7,649,791 8,176,721
Other liabilities 889,580 487,302 282,931 308,962
Total liabilities 3,797,735 3,527,732 7,932,722 8,485,683
Net assets:
Invested in capital assets, net
of related debt 8,087,868 7,170,141 5,969,815 5,572,688
Restricted 849,183 . 854,687 - -
Unrestricted 792,354 527,179 1,107,185 1,083,880
Total net assets $ 9,729,405 $ 8,552,007 $ 7,077,000 $ 6,656,568
5



Richfield City
Changes in Net Assets

Revenues:

Program revenues:
Charges for services
Operating grants and

contributions
Capital grants and
contributions
General revenues:
Taxes
Unrestricted investment earnings
Miscellaneous
‘Transfers

Total revenues

Expenses:
General government
Public safety
Public works
Parks and recreation
Community development
Interest on long-term debt
Water
Sewer
Landfill
Refuse

Total expenses

Increase in net assets
Net assets, beginning
Prior period adjustment
Net assets, ending

Governmental Business-type
activities activities
2006 2005 2006 2005

$ 1,272,576 $1,144,127 $ 2,432,755 2,262,108
397,241 336,756 - -
1,039,309 36,513 - -
3,322,980 3,061,989 - -
119,695 68,608 2,102 2,750
83,178 247,377 - -
(393) 13,929 393 (13,929)
6,234,586 4,909,299 2,435,250 2,250,929
767,573 656,470 - -
1,319,646 1,055,505 - -
1,472,163 1,429,963 - -
1,151,895 1,205,230 - -
271,070 223,996 - -
74,841 85,159 - -

- - 781,817 744,683

- - 822,384 827,817

- - 211,977 212,271

. - - 198,640 192,394
5,057,188 4,656,323 2,014,818 1,977,165
1,177,398 252,976 420,432 273,764
8,552,007 8,314,031 6,656,568 6,382,804
- (15,000) - -

$ 9,729,405 $ 8,552,007 $ 7,077,000 $6,656,568
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 Business-type Activities

Business-type activities increased Richfield City’s net assets by $420,432 accounting for 26% of the
growth in the government’s net assets. Key elements of the changes are shown above.

Financial Analysis of the Government’s Funds

As noted earlier, Richfield City uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements. '

Governmental Funds

The focus of Richfield City’s governmental funds is to provide information on near-term inflows,
outflows and balances of spendable resources. Such information is useful in assessing Richfield City’s
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the year.

At the end of the year, Richfield City’s governmental funds (General, Capital Improvements, Special
Revenue, and Debt Service) reported ending fund balances of $1,718,417, a increase of $209,167 in
comparison with the prior year. Approximately 51% of this amount, $869,234 constitutes unreserved
fund balance, which is available for spending at the government’s discretion. The remainder of fund
balance is reserved to indicate that it is not available for new spending because it has already been
committed: 1) to debt service, $325,000, 2) capital projects, $455,460, 3) perpetual care, $68,723.

The general fund is the chief operating fund of Richfield City. All activities which are not required to be
accounted for in separate funds either by state or local ordinance, or by a desire to maintain a matching of
revenues and expenses are accounted for in this fund. At the end of the 2006 fiscal year, unreserved fund
balance of the general fund was $869,234. As a measure of the general fund’s liquidity, it may be useful
to compare unreserved fund balance to total fund expenditures. Unreserved fund balance represents 19
percent of total general fund expenditures. :

Taxes continue to be the largest source of revenue in the General Fund and represent 63% of total general
fund revenues. The largest element of taxes is sales tax. It represents 74% of total tax revenues and
represents 48% of total general fund revenues.




The following chart displays General Fund revenues as a percent of total revenue.

Revenue By Source - Governmental Activities

Other revenues
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The following graph displays the expenditures in the General Fund by function for the 2006 fiscal year.
As can be seen by reviewing the graph, parks, recreation and public property, and public safety were the

two largest departments in the City for the 2006 fiscal year.

Expenses and Program Revenues - Governmental Activities
(in Thounds)

$1,600

$1,400

$1,200

$1,000

$800

$600

$400

$200

General government Public safety Public works Parks and recreation Community Interest on long-term

development

debt




As stated earlier, the City maintains several enterprise funds to account for the business-type activities of
the City. The separated fund statements included in this report provide the same information for
business-type activities as is provided in the governmental-wide financial statements. However, the
difference is that the fund statements provide much more detail.

General Fund Budgetary Highlights

During the fiscal year, the General Fund original budget was amended to take advantage of revenues
being better than originally anticipated as well as an increase in actual expenditures for the year,
specifically operating transfers out and public safety, public works and parks and recreation expenditures.

Capital Asset and Debt Administration
Capital Assets

Richfield City’s investment in capital assets for its governmental and business-type activities as of June
30, 2006, was $24,583,316 (net of accumulated depreciation). This investment in capital assets includes
land, buildings, improvements other than buildings, infrastructure and machinery and equipment. The
total increase in Richfield City’s investment in capital assets for the current year was $700,216.
Depreciation on capital assets is recognized in the Government-Wide financial statements. Major capital
asset events during the fiscal year included the following:

e Machinery & Equipment of $1,024,918
e Construction in progress of $598,298

Additional information on the City’s capital assets can be found in the notes to the financial
statements.

Long-Term Debt

At June 30, 2006, the City had total bonded debt outstanding of $10,557,946. Of this amount, none is
considered to be general obligation debt and backed by the full faith and credit of the City; $252,000 is
special assessment debt for which the City is liable in the event of default by the property owners subject
to the assessment; and the remainder of $10,305,946 is debt which is secured solely by specific revenue
sources (i.e., revenue bonds).

The City issued new debt of $200,000 during the fiscal year for the acquisition of a new fire truck.

Additional information on the outstanding debt obligations of the City can be found in the notes to the

financial statements.




Economic Factors and Next Year’s Budget and Rates

During the 2006 fiscal year, the City’s sales tax collections again increased significantly. It is
management’s opinion that most of the increase is derived from the opening of a new Wal-Mart
Supercenter which has been open for approximately two years. We believe that this supercenter has
helped Richfield City remain a regional shopping center which is very important to the continued growth
of our community. Additional hotels and restaurants have been constructed and also add to the economic
health of Richfield.

Another large retailer, Home Depot, has expressed interest in Richfield, and should this development
come to fruition, this would further establish Richfield as an important regional shopping center in
Central Utah.

Tax rates for the City have remained constant for several years and no increase is anticipated in the short-
term. Also, we do not anticipate any major changes in the county or school district tax rates.

Another major economic factor that could have a positive influence on the area and community
economically is the construction of a coal fired power plant by Nevco Energy. Their proposal has been
approved by the Department of Environmental Quality, but is now in an appeal stage. Should this power
plant be built in the next few years, it would add over four hundred million dollars to the County’s tax
base and would create over 70 jobs. : '

Another major economic factor is the oil industry. The discovery of oil and the development of several
wells in the county will have a major impact on the economy of the area. If additional well are
developed, growth in the area could swell. This would not only increase revenues of the city, but would
also significantly impact the demand for services by the city, especially in public safety and public works.

One of the major projects that the City is currently involved with is the expansion of Technology Drive,
which will allow much better access to Snow College and to the Sevier Valley Events Center. -

Budget increases are anticipated in the City because of the growth of the community and in the tax dollars
coming into the City from sales tax growth and property tax growth. The economy of the area is very
strong and moving in a positive direction at this time.

Requests For Information
This financial report is designed to provide a general overview of Richfield City’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided in

this report or requests for additional financial information should be addressed to: Richfield City,
Financial Director, 75 East Center Street, P.O. Box 250, Richfield, Utah 84701.
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RICHFIELD CITY, UTAH
Statement of Net Assets
June 30, 2006

Primary Government

Governmental Business-type
Activities Activities Total
Assets
Cash and cash equivalents 975,926 $ 1,124,443 2,100,369
Receivables (net of allowance) 638,536 265,673 904,209
Inventory 100,603 - 100,603
Prepaids 1,129 - 1,129
Restricted assets: ‘
Temporarily restricted:
Cash and cash equivalents 847,236 - 847,236
Capital assets (net of accumulated
depreciation):
Land and water 2,088,252 2,655,017 4,743,269
Buildings 1,288,116 15,265 1,303,381
Improvements 5,742,767 - 5,742,167
Machinery and equipment 1,480,748 139,537 1,620,285
Distribution and collection systems - 10,558,463 10,558,463
Construction in progress 346,974 251,324 598,298
Infrastructure 16,853 - 16,853
Total assets 13,527,140 15,009,722 28,536,862
Liabilities
Accounts payable and other current liabilities 336,773 125,173 461,946
Deferred revenue 166,673 13,772 180,445
Interest payable 44,567 143,986 188,553
Deposits 341,567 - 341,567
Noncurrent liabilities:
Due within one year 362,731 495,340 858,071
Due in more than one year 2,545,424 7,154,451 9,699,875
Total liabilities 3,797,735 7,932,722 11,730,457
Net Assets
Invested in capital assets, net of
related debt 8,087,868 5,969,815 14,057,683
Restricted for:
Debt service 325,000 325,000
Capital projects 455,460 - 455,460
Perpetual care 68,723 - 68,723
Unrestricted 792,354 1,107,185 1,899,539
Total net assets 9,729,405 3 7,077,000 16,806,405

The accompanying notes are an integral part of the financial statements.
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RICHFIELD CITY, UTAH
Balance Sheet
Governmental Funds

June 30, 2006
: Other ‘ Total
Capital Projects . Governmental Governmental
General Fund Fund Funds Funds
Assets
Cash and cash equivalents $ 964,168 $ 11,758 $ - $ 975,926
Receivables 15,193 137,892 167,610 320,695
Due from other governments 317,841 - - 317,841
Inventory 100,603 - - 100,603
Prepaid expenses 1,129. - - 1,129
Restricted cash and cash equivalents - 378,694 468,542 847,236
Total assets 3 1,398,934 $ 528,344 $ 636,152 $ 2,563,430
Liabilities and Fund Balances
Liabilities:
Accounts payable $ 96,762 $ 141,343 $ - $ 238,105
Accrued liabilities 91,246 - - 91,246
Retention payable - 7,422 - 7,422
Deposits 341,567 - : - 341,567
Deferred revenue 125 - 166,548 166,673
Total liabilities 529,700 148,765 166,548 845,013
Fund Balances:
Reserved for:
Debt service - - 325,000 325,000
Capital outlay - - 379,579 75,881 455,460
Perpetual care ‘ ' - - 68,723 68,723
Unreserved, reported in:
General fund ' 768,631 . - 768,631
General fund, designated 100,603 - - 100,603
Total fund balances 869,234 379,579 469,604 1,718,417
Total liabilities and fund balances $ 1,398,934 $ 528,344 $ 636,152

Amounts reported for governmental activities in the
statement of net assets are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds. 10,963,710
Some liabilities, including bonds payable and capital leases,
are not due and payable in the current period and therefore are
not reported in the funds. o . (2,952,722)

Net assets of governmental activities $ 9,729,405

The accompanying notes are an integral part of the financial statements.
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Fund Balances — Governmental Funds

RICHFIELD CITY, UTAH
‘Statement of Revenues, Expenditures, and Changes in

For the Year Ended June 30, 2006

Revenues

Taxes

Fees in licu of property taxes
Sales and use taxes
Franchise taxes

Licenses, permits and fees
Intergovernmental revenue
Charges for services

Rental income

Special assessments
Contributions and donations
Investment earnings

Other revenues

Total revenues

Expenditures
Current:
General government
Public safety
Public works
Parks and recreation
Community development
Debt service:
Principal
Interest
Capital outlay:
Capital outlay

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other Financing Sources (Uses)
Bond procéeds

Operating transfers in

Operating transfers out

Total other financing sources and uses
Net change in fund balances
Fund balances, beginning of year

Fund balances, end of year

Capital Other Total
Projects Governmental Governmental
General Fund Funds Funds

$ 485,545 $ - $ 206,112 $ 691,657
91,752 - - 91,752
2,316,593 - - 2,316,593
222,978 - - 222,978
150,741 - - 150,741
412,190 908,103 - 1,320,293
1,119,581 - - 1,119,581
- - 290,667 290,667

- - 88,788 88,788

12,687 17,036 - 29,723
92,437 3,138 24,120 119,695
68,870 - 14,308 83,178
4,973,374 928,277 623,995 6,525,646
761,765 - 148,770 910,535
1,182,732 9,492 - 1,192,224
1,247,720 120,294 - 1,368,014
1,034,251 3,142 - 1,037,393
268,789 - - 268,789
30,438 - 318,000 348,438
20,048 - 60,730 80,778

- 1,309,916 - 1,309,916
4,545,743 1,442,844 527,500 6,516,087
427,631 (514,567) 96,495 9,559

- 200,000 - 200,000

29,580 315,452 90,000 435,032
(290,452) - (144,973) (435,425)

- (260,872) 515,452 (54,973) 199,607
166,759 885 41,522 209,166
702,475 378,694 428,082 1,509,251
$ 869,234 $ 379,579 $ 469,604 $

The accompanying notes are an integral part of the financial statements.
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RICHFIELD CITY, UTAH
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended June 30, 2006

Amounts reported for governmental activities in the statement of activities (page 12) are
different because:

Net change in fund balances - total governmental funds (page 14) $ 209,166

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the costs of those assets is allocated over their estimated useful lives and

reported as depreciation expense. This is the amount by which capital outlays exceeded
depreciation in the current period. - 830,019

Repayment of principal on long-term debt is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net assets. - 332,276

The issuance of long-term debt (e.g., bonds, leases) provides current financial
resources to governmental funds, while the repayment of the principal of long-term
consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net assets. This amount is the net effect of
these differences in the treatment of long-term debt and related items. (200,000)

Accrued interest for long-term debt is not reported as an expenditure for the
current period while it is recorded in the statement of activities. 5,937

Change in net assets of governmental activities. : $ - 1,177,398

The accompanying notes are an integral part of the financial statements.
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RICHFIELD CITY, UTAH
General Fund

Statement of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual

For the Year Ended June 30, 2006

Revenues

Taxes

Fees in lieu of property taxes
Sales and use taxes
Franchise taxes

Licenses, permits and fees
Intergovernmental revenue
Charges for services
Contributions and donations
Investment earnings

Other revenues

Total revenues

Expenditures
Current:
General government
Public safety
Public works .
Parks and recreation
Community development
Debt service:
Principal
Interest

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other Financing Sources (Uses)
Operating transfers in
Operating transfers out

Total other financing sources and uses
Net change in fund balances
Fund balances, beginning of year

Fund balances, end of year

Variance with

Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)
$ 472,485 $ 472,485 $ 485,545 $ 13,060
90,500 90,500 91,752 1,252
2,142,243 2,303,000 2,316,593 13,593
199,000 223,000 222,978 (22)
121,000 150,600 150,741 141
335,059 395,673 412,190 16,517
942,267 1,093,601 1,119,581 25,980
- 12,687 12,687 -
37,000 93,000 92,437 (563)
27,851 74,000 68,870 (5,130)
4,367,405 4,908,546 4,973,374 64,828
759,726 771,274 761,765 15,509
1,143,807 1,212,329 1,182,732 29,597
1,174,341 1,343,795 1,247,720 96,075
897,227 1,021,717 1,034,251 (12,534)
248,091 262,551 268,789 (6,238)
30,438 30,438 30,438 -
20,048 20,048 20,048 -
4,273,678 4,668,152 4,545,743 122,409
93,727 240394 427,631 187,237
11,300 28,962 29,580 618
(105,027) (302,131) (290,452) 11,679
(93,727) (273,169) (260,872) 12,297
- (32,775) 166,759 199,534
702,475 702,475 702,475 -
$ 702475 $ 669,700 $ 869,234 $ 199,534

The accompanying notes are an integral part of the financial statements.
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RICHFIELD CITY, UTAH
Statement of Net Assets
: Proprietary Funds
For the Year Ended June 30, 2006

Assets

Current assets: .
Cash and cash equivalents
Receivables, net of allowance
Due from other funds
Total current assets
Noncurrent assets:
Capital assets:
Land and water
Buildings -
Machinery and equipment
Distribution and collection systems
Construction in progress
Less: Accumulated depreciation
Total noncurrent assets
Total assets

Liabilities

Current liabilities:
Accounts payable
Customer deposits
Interest payable
Due to other funds

Current portion of noncurrent liabilities

Total current liabilities
Noncurrent liabilites:
Deferred revenue
Leases payable
Notes payable
Bonds payable

Less current portion of noncurrent liabilities

Total noncurrent liabilities
Total liabilities

Net Assets

Invested in capital assets, net of related debt

Unrestricted
Total net assets

The accompanying notes are an integral part of the financial statements.

Nonmajor Totals
Water Fund Sewer Fund Funds 2006
$ 438,718 $ 672,122 $ 13,603 3 1,124,443
138,338 87,296 40,039 265,673
- - 3,697 3,697
577,056 759,418 57,339 1,393,813
2,073,367 581,650 - 2,655,017
23,664 122,482 - 146,146
234,518 381,826 - 616,344
5,994,830 8,841,406 - 14,836,236
251,324 - - 251,324
(1,743,891) (3,141,570) - (4,885,461)
6,833,812 6,785,794 - 13,619,606
7,410,868 7,545,212 57,339 15,013,419
14,698 3,141 34,441 52,280
72,893 - - 72,893
79,461 64,525 - 143,986
- - 3,697 3,697
225,986 269,354 - 495,340
393,038 337,020 38,138 768,196
13,772 - - 13,772
109,361 92,518 - 201,879
724,795 : - - 724,795
2,807,940 3,915,177 - 6,723,117
(225,986) (269,354) - (495,340)
3,429,882 3,738,341 - 7,168,223
3,822,920 4,075,361 38,138 7,936,419
3,191,716 2,778,099 - 5,969,815
396,232 691,752 19,201 1,107,185
$ 3,587,948 $ 3,469,851 $ 19,201 $ 7,077,000
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RICHFIELD CITY, UTAH
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds
For the Year Ended June 30, 2006

Nonmajor Totals
‘ Water Fund Sewer Fund Funds 2006
Operating revenues: ' '
Charges for services $ 867,034 $ 817,801 $ 431,123 2,115,958
Penalties 12,614 - - 12,614
Other revenues 110,160 930 - 111,090
Total operating revenues 989,808 818,731 431,123 2,239,662
Operating expenses:
Bad debts 487 424 256 1,167
Contractual services 98,000 98,000 406,667 602,667
Depreciation 169,128 284,884 - 454,012
Employee benefits 41,195 60,104 - 101,299
Insurance 25,000 31,045 - 56,045
Miscellaneous 1 ,362 691 - 2,053
Office expense 4,291 4,600 3,694 12,585
Professional services 17,932 9,242 - 27,174
Repairs and maintenance 5,193 8,685 - 13,878
Salaries and wages 84,098 114,595 - 198,693
Supplies 126,030 33,756 - 159,786
Travel and training 5,576 1,044 - 6,620
Utilities 85,665 16,765 - 102,430
Total operating expenses 663,957 663,835 410,617 1,738,409
Operating income (loss) 325,851 154,896 20,506 501,253
Nonoperating revenues (expenses):
Connection and impact fees 100,524 92,569 - 193,093
Interest income 2,102 - - 2,102
Interest expense and fiscal charges (117,860) (158,549) - (276,409)
Total nonoperating revenues (expenses) (15,234) (65,980) - (81,214)
Income before contributions and transfers 310,617 88,916 20,506 420,039
Contributions and transfers:
Transfers from other funds 42,952 - - 42,952
Transfers to other funds (12,500) (12,500) (17,559) (42,559)
Total contributions and transfers 30,452 (12,500) (17,559) 393
Change in net assets 341,069 76,416 2,947 420,432
Total net assets, beginning of year 3,246,879 3,393,435 16,254 6,656,568
Total net assets, end of year $ 3,587,948 $ 3,469,851 $ 19,201 7,077,000

The accompanying notes are an integral part of the financial statements.
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RICHFIELD CITY, UTAH
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2006

Nonmajor Totals
Water Fund Sewer Fund Funds 2006
Cash flows from operating activities:
Cash received from customers, service fees ' $ 844661 $ 814776 430,054 $ 2,089,491
Cash received from customers, capacity fees o
and other 122,774 930 - 123,704
Cash paid to suppliers (369,136) (205,509) (427,362) (1,002,007)
Cash paid to employees (125,293) (174,699) - (299,992)
Net cash flows from operating activities 473,006 435,498 2,692 911,196
Cash flows from noncapital financing activities: .
Transfers (to) from other funds 30,452 (12,500) (17,559) 393
Net cash flows from noncapital financing activities 30,452 (12,500) (17.559) 393
Cash flows from capital and related
financing activities: ‘ ‘
Principal payments on long-term debt (267,050) (259,882) - (526,932)
Interest paid (121,271 (162,771) - (284,042)
Purchase of fixed assets ) (271,902) (52,3006) - (324,208)
Reduction in deferred revenue 979) - - 979
Connection and impact fees 100,524 92,569 - 193,093
Net cash flows from capital and related ‘
financing activities: _ ‘ (560,678) (382,390) - (943,068)
Cash flows from investing activities: ,

Interest on investments - 2,102 - - 2,102
Net change in cash and cash equivalents (55,118) 40,608 (14,867 (29,377
Cash and cash equivalents, beginning of year 493,836 631,514 28,470 1,153,820
Cash and cash equivalents, end of year $ 438,718 $ 672,122 $ 13,603 $ 1,124,443

Reconciliation of operating income (loss) to
- net cash flows from operating activities:

Net operating income (loss) ‘ $ 325851 $ 154,896 $ 20,506 $ 501,253
Adjustments to reconcile net operating income (loss) )
to net cash flows from operating activities '
Depreciation/amortization 169,128 284,884 - 454,012
Changes in operating assets and liabilities: :
(Increase) Decrease in receivables (22,557) (3,025) (1,069) (26,651)
(Increase) Decrease in due from other funds - - (3,697 (3,697)
Increase (Decrease) in accounts payable 400 (1,257 (16,745) (17,602)
Increase (Decrease) in retention payable - - - -
Increase (Decrease) in customer deposits 184 - - 184
Increase (Decrease) in due to other funds - - 3,697 3,697
Net cash flows from operating activities $ 473,006 $ 435,498 $ 2,692 $ 911,19

Noncash investing, capital, and financing activities

None Noted

The accompanying notes are an integral part of the financial statements.
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 1. Summary of Significant Accounting Policies

General

The financial statements of Richfield City, Utah have been prepared in conformity with Generally
Accepted Accounting Principles (GAAP) as applied to government units. The Governmental
Accounting Standards Board is the accepted standard setting body for establishing governmental
accounting and financial reporting principles. The more significant of the government’s
accounting policies are described below.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to
the extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to this same
limitation. The City has elected not to follow subsequent private-sector guidance.

Reporting Entity

In evaluating how to define the City, for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in
I the reporting entity is made by applying the criteria set forth in GAAP. The basic, but not the
only, criterion for including a potential component unit within the reporting entity is whether or
not the City exercises significant influence over the potential component unit. Significant
l influence or accountability is based primarily on operational or financial relationships with the
City. Based on these criteria, the City has no component units to be included in the financial
I statements of the City. :

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the non-fiduciary activities of the primary
government. For the most part, the effect of the inter-fund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, whichrely toa
significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general
revenues.
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 1. Summary of Significant Accounting Policies, Continued

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from government-wide financial statements.
Major individual governmental funds and major individual enterprise funds are reported as
separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenues as soon as all eligibility requirements imposed by the provider have been met.

The use of financial resources to acquire capital assets are capitalized as assets in the
government-wide financial statements, rather than as an expenditure. Proceeds from long-term
debt are recorded as a liability in the government-wide financial statements, rather than as an
other financing source. Amounts paid to reduce long-term debt of the City are reported as a
reduction of a related liability, rather than as expenditures in the government-wide financial
statements. '

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the City considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when
a liability is incurred, as under accrual accounting. However, debt service expenditures, as well
as expenditures related to compensated absences and claims and judgments, are recorded only
when payment is due.

Property taxes, room taxes, licenses and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. Only the portion of special assessments receivable due within the current fiscal
period is considered to be susceptible to accrual as revenue of the current period. All other
revenue items are considered to be measurable and available only when cash is received by the
City. '
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 1. Summary of Significant Accounting Policies, Continued

The City reports the following major governmental fund:

The General Fund is the City’s primary operating fund. It accounts for all financial
resources of the general government, except for those required to be accounted for in
another fund.

The Capital Projects Fund is used to account used for the construction of city approved
projects.

The City reports the following major proprietary funds:

The Water Fund is used to account for the provision of water services to the residents of
“ the City.

The Sewer Fund is used to account for the provision of sewer services to the residents of
~ the City.

As a general rule, the effect of inter-fund activity has been eliminated from the government-wide
financial statements. T

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the enterprise funds are charges to customers for sales and
services. Operating expenses for the enterprise funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses.

When both restricted and unrestricted assets are available for use, it is the City’s policy to use
restricted assets first, then unrestricted assets as they are needed. The City does reserve the right
to be selective in the use of such restricted assets that best fit the City’s needs.

Deposits and Investments

Cash includes cash on hand, demand deposits with banks and other financial institutions, deposits
in other types of accounts or cash management pools that have the general characteristics of
demand deposit accounts and short-term investments with original maturities of three months or
less from the date of acquisition. The City's policy allows for the investment of funds in time
certificates of deposit with federally insured depositories, investment in the state treasurer's pool,
and other investments as allowed by the State of Utah’s Money Management Act. All
investments are carried at fair value with unrealized gains and losses recorded as adjustments to
interest earnings. Fair market values are based on quoted market prices.
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 1. Summary of Significant Accounting Policies, Continued

Receivables and Payables

Activity between funds that is representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as “due to” or “due from other funds.” All trade accounts
receivable in the enterprise funds are shown net of an allowance for uncollectibles. Due to the
nature of the accounts receivable in governmental type activities, management does not consider
an allowance for uncollectible accounts receivable necessary or material. Therefore, no
allowance for uncollectible accounts receivable is presented.

Inventories and prepaid items

The costs of governmental fund-type inventories are recorded as expenditures when purchased
rather than when consumed. Inventories of the business type activities are valued at the lower of
FIFO cost or market. Market is considered as replacement cost.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both the government-wide and fund financial statements.

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-
type activity columns in the government-wide financial statements. Capital assets are defined by
the City as computer and office equipment with an estimated useful life in excess of three years
and other assets with an individual cost of more than $5,000 and an estimated useful life in excess
of three years. Enterprise fund assets purchased prior to July 1, 2003 were not subject to the cost
limit of $5,000 and were capitalized if they had an estimated life in excess of 3 years. Capital
assets are recorded at historical cost or estimated historical cost if purchased or constructed. The
City has elected not to report its major general infrastructure assets retroactively. Donated capital
assets are recorded at estimated fair market value at the date of donation. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend assets lives
are not capitalized. Interest incurred during the construction phase of capital assets of business-
type activities is included as part of the capitalized value of the assets constructed.

Property, plant and equipment are depreciated using the straight-line method over the following
estimated useful lives:

Buildings 40 years
Improvements 20-40 years
Machinery and equipment 3-10 years
Distribution system 30-40 years
Infrastructure 40 years
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

‘NOTE 1. Summary of Significant Accounting Policies, Continued

Compensated Absences

For governmental funds, amounts of vested or accumulated vacation and comp time that are not
expected to be liquidated with expendable available financial resources are reported as liabilities
in the government-wide statement of net assets and as expenses in the government-wide
statement of activities. No expenditures are reported for these amounts in the fund financial
statements. Vested or accumulated vacation and comp time in the proprietary funds are recorded
as an expense and a liability of that fund as the benefits accrue to the employees and are thus
recorded in both the government-wide financial statements and the individual fund financial
statements.

- Accumulated unpaid vacation pay and comp time are accrued based upon the City's expected

legal obligation as of the statement date. No provision is made for accumulated sick leave
because the City is not obligated to pay accumulated sick leave upon termination or retirement.

Long-term Obligations

In the government-wide financial statements and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of
net assets. Bond premiums, discounts, and issuance costs are deferred and amortized over the life
of the applicable debt. In the fund financial statements, governmental fund types recognize bond
premiums and discounts, as well as bond issuance costs, during the current period. The face
amount of debt issued is reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not withheld from the actual debt

proceeds received, are reported as debt service expenditures.

Estimates

Generally accepted accounting principles require management to make estimates and assumptions
that affect assets and liabilities, contingent assets and liabilities, and revenues and expenditures.
Actual results could differ from those estimates.

Encumbrances

Encumbrance accounting under which purchase orders, contracts, and other commitments for the

expenditure of monies are recorded in order to reserve that portion of the applicable appropriation
is not employed by the City.
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 2. Reconciliation of Government-Wide and Fund Financial Statements

Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets:

The governmental fund balance sheet includes a reconciliation between total governmental fund
balances and net assets of governmental activities as reported in the government-wide statement
of nets assets. This difference primarily results from the long-term economic focus of the
statement of net assets versus the current financial resources focus of the governmental fund
balance sheets. One element of that reconciliation explains that “long-term liabilities, including
bonds payable, are not due and payable in the current period and therefore are not reported in the
funds.” The details of this difference are as follows:

Bonds payable $ 2,086,000
Notes payable 477,113
Special assessments 252,000
Compensated absences 93,042
Accrued interest payable 44 567

$. 2,952,722

Explanation of differences between governmental fund statement of revenues, expenditures,
and changes in fund balance and the government-wide statement of activities: .

The governmental fund statement of revenues, expenditures, and changes in fund balance
includes a reconciliation between net changes in fund balances-total governmental funds and
changes in net assets of governmental activities as reported in the government-wide statement of
activities. The first element of this reconciliation states that capital outlays are reported in the
governmental funds as expenditures while the government-wide statement of activities allocates
these costs over the useful lives of the assets as depreciation. While shown in the reconciliation
as the net difference, the elements of this difference are as follows:

Capital outlay 3 1,347,627
Depreciation expense : (546,453)

Net adjustment to increase net changes in fund
balance - total governmental funds to arrive at changes
in net assets of governmental funds 3 801,174
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 3. Stewardship, Compliance, and Accountability

Budgets and Budgetary Accounting

Annual budgets are reported and adopted by the City Council on or before June 22 for the fiscal
year commencing the following July 1 in accordance with State Law. The operating budget
includes proposed expenditures and the proposed sources of financing for such expenditures.
Prior to June 22, a public hearing is conducted to obtain taxpayer input. Budgets are adopted and

~ control of budget appropriations is exercised, under State Law, at the department level. Budget

amendments are required to increase expenditure budgets and are adopted, in a public hearing,
before the end of the fiscal year. The budget was amended during the current fiscal year.

The General Fund budget is prepared using the modified accrual basis of accounting. Budgets for
the proprietary fund types are prepared using the accrual basis of accounting, except that
depreciation for all proprietary fund types is not budgeted. '

Taxes

Property taxes are collected by the Sevier County Treasurer and remitted to the City in monthly
installments. Taxes are levied each October on the taxable value listed as of the prior January 1
for all real property located in the City. Taxable values are established by the County Assessor at
55 percent of the fair market value on primary residential property and 100 percent of the fair
market value on non-primary residential property. A revaluation of all property is required to be
completed no less than every five years. Taxes are due and payable on November 1 and
delinquent after November 30 of each year, at which time they become liens if not paid.

Sales taxes are collected by the Utah State Tax Commission and remitted to the City monthly.




RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 4. Deposits and Investments

The State of Utah Money Management Council has the responsibility to advise the State
Treasurer about investment policies, promote measures and rules that will assist in strengthening
the banking and credit structure of the state and review the rules adopted under the authority of
the State of Utah Money Management Act that relate to the deposit and investment of public
funds.

The City follows the requirements of the Utah Money Management Act (Utah code, Section 51,
chapter 7) in handling its depository and investment transactions. The Act requires the depositing
of City funds in a qualified depository. The Act defines a qualified depository as any financial
institution whose deposits are insured by an agency of the Federal Government and which has
been certified by the State Commissioner of Financial Institutions as meeting the requirements of
the Act and adhering to the rules of the Utah Money Management Council.

Deposits
Custodial Credit Risk

For deposits this is the risk that in the event of a bank failure, the government’s deposit may not
be returned to it. The City does not have a formal policy for custodial credit risk. As of June 30,
2006, $623,008 of the City’s bank balance of $751, 170 was exposed to custodial credit risk
because it was uninsured and uncollateralized.

Investments

The Money Management Act defines the types of securities authorized as appropriate investment
for the City and the conditions for making investment transactions. Investment transactions may
be conducted only through qualified depositories, certified dealers, or directly with issuers of the
investment securities.

Statutes authorize the City to invest in negotiable or nonnegotiable deposits of qualified
depositories and permitted negotiable depositories; repurchase and reverse repurchase
agreements; commercial paper that is classified as “first tier’ by two nationally recognized
statistical rating organizations, one of which must be Moody’s Investor Services or Standard &
Poor’s, bankers’ acceptances; obligations of the United States Treasury including bills, notes, and
bonds; bonds, notes, and other evidence of indebtedness of political subdivisions of the State;
fixed rate corporate obligations and variable rate securities rated “A” or higher, or the equivalent
of “A” or higher, by two nationally recognized statistical rating organizations; shares or
certificates in a money market mutual fund as defined in the Act; and the Utah State Public
Treasurer’s Investment Fund

The Utah State Treasurer’s Office operates the Public Treasurer’s Investment Fund (PTIF). The
PTIF is available for investment of funds administered by any Utah public treasurer.

The PTIF is not registered with the SEC as an investment company. The PTIF is authorized and
regulated by the Money Management Act, Section 51-7, Utah Code Annotated, 1953, as
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006 '

NOTE 4. Deposits and Investments, Continued

amended. The Act established the Money Management Council which oversees the activities of
the State Treasurer and the PTIF and details the types of authorized investments. Deposits in the
PTIF are not insured or otherwise guaranteed by the State of Utah, and participants share
proportionally in any realized gain or losses on investments. Financial statements for the PTIF
funds can be obtained by contacting the Utah State Treasurer’s office.

The PTIF operates and reports to participants on an amortized cost basis. The income, gains, and
losses — net of administration fees, of the PTIF are allocated based upon the participant’s average
daily balance. The fair vale of the PTIF investment pool is approximately equal to the value of
the pool shares.

As of June 30, 2006 the government had the following investments and maturities:

Investments Maturities (in Years)

. Fair Less More
Investment Type Value than 1 - 1-5 6-10 than 10
Utah Public Treasurers'

Investment Fund $2,384,019 $2,384,019- $ - 3 -8 -
Total Fair Value ‘ $2,384,019 $2,384019 § - $ - 3 -

Interest rate risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. The City’s policy for managing its exposure to fair value loss arising from increasing
interest rates is to comply with the State’s Money Management Act. Section 51-7-11 of the Act
requires that the remaining term to maturity of investments may not exceed the period of
availability of the funds to be invested.

Credit risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The City’s policy for reducing it exposure to credit risk is to comply with the State’s

Money Management Act.

At June 30, 2006 the City had the following investments and quality ratings:

Quality Ratings
Fair
Investment Type ‘ Value - AAA AA A Unrated
Utah Public Treasurers’'
Investment Fund $2,384,019 $ - $ -8 - $2,384,019
Total Fair Value o $2,384,019 $ -5 - 9 - $2,384,019
28




. RICHFIELD CITY, UTAH
Notes to the Financial Statements

June 30, 2006

NOTE . Capital Assets

Capital asset activity for the year ended June 30, 2006 was as follows:

Governmental Type Activities:

Governmental Activities:

Capital assets, not being depreciated:
Land

Total capital assets, not being depreciated
Capital assets, being depreciated:
Buildings
Improvements
Machinery & equipment
Infrastructure
Construction in progress

Total capital assets, being depreciated
Less accumulated depreciation for:
Buildings
Improvements
Machinery & equipment
Construction in progress
Total accumulated depreciation

Total capital assets, being depreciated, net

Governmental activities capital assets, net

Balance Balance
6/30/2005 Additions Deletions 6/30/2006
$ 2088252 § -3 - $ 2088252
2,088,252 ‘ - . 2,088,252
3,972,507 - - 3,972,507
8,116,157 23,708 - 8,139,865
2,451,083 1,005,790 63,901 3,392,972
18,618 - . 18,618
- 346,974 - 346,974
14,558,365 1,376,472 63,901 15,870,936
(2,615,728) (68,664) . (2,684,392)
(2,155,087) (242,011) - (2,397,098)
(1,741277) (234,848) (63,90D) (1,912,224)
(834) (931) - (1,765)
(6,512,926) (546,454) (63,901) (6,995,479)
8,045,439 830,018 - 8,875,457
$ 10,133,691 $ 830018 $ - $10963,709

Depreciation expense was charged to the functions/prog’rams of the City as follows:

Governmental Activities:

General government $ 143,665
Public safety 152,227
Highways 137,819
Parks and recreation 110,462
Community development 2,281
Total depreciation expense - governmental activities 3 546,454
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 5. Capital Assets, Continued

Business Type Activities:

Balance Balance
6/30/2005 Additions Deletions 6/30/2006
Capital assets not being depreciated:
Land and water rights $ 2,655.017 $ - $ - $ 2,655,017
Total capital assets, not being depreciated 2,655,017 - - 2,655,017
Capital assets being depreciated:
Buildings 146,146 - - 146,146
Machinery and equipment 653,974 19,128 56,758 616,344
Distribution system 14,782,479 53,758 - 14,836,237
Construction in progress - 251,324 - 251,324
Total capital 5ssets, being depreciated 15,582,599 324,210 56,758 15,850,051
Less accumulated depreciation for:
Buildings (129,666) (1,215) - (130,881)
Machinery and equipment ) 4717,574) (55,991) (56,758) 476,807)
Distribution system (3,880,967) (396,807) - (4,277,774)
Total accumulated depreciation : (4,488,207) (454,013) (56,758) (4,885,462)
Total capital assets, being depreciated, net 11,094,392 .(129,803) - 10,964,589
Business-type activities capital assets, net $ 13,749,409 $ (129,803) % - $ 13,619,606
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 6. Long-Term Debt

The following is a summary of changes in long-term debt for the primary for the year ended
June 30, 2006:

Primary Government

Balance Balance Current
6/30/2005 Additions Retirements 6/30/2006 - Portion
Governmental Activities:
Note payable $ 507,550 % - 3 30437 % 477,113 $° 31,731
Special assessments . 328,000 - 76,000 252,000 80,000
Revenue bonds 2,128,000 200,000 242,000 2,086,000 251,000
Accrued compensated absences 76,880 16,162 - 93,042 - ' -
Governmental activity ‘ .
Long-term liabilities 3,040,430 216,162 348,437 2,908,155 362,731
Business-type Activities:
Note payable 745,233 - 20,439 724,795 21,655
Revenue bonds 7,182,628 - 459,511 6,723,117 424,793
Capital leases 248,860 - 46,981 201,879 48,892
Business type activity : ‘
Long-term liabilities 8,176,721 . - 526,931 - 7,649,791 495,340
Total long-term liabilites $ 11,217,151 $§ 216,162 $ . 875368 $ 10557946 $ 858,071

Long-term debt for the primary government at June 30, 2006 is comprised of the following issues:
(1) Notes Payable: '
Water Fund: . ‘
Note Payable Doug & Mona Peterson with annual
principal and interest installments of $50,000 through
2006 and $80,000 thereafter, bearing interest at 5.0%,
maturing December 21, 2017. $ 680,930

Note Payable Zions First National Bank with annual
principal and interest installments of $7,102, currently bearing
interest at 3.188% (variable with prime), maturing June 24, 2013. 43,865

Total notes payable for business-type activities 724,795

31



1

RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 6. - Long-Term Debt, Continued

General:
Note Payable Zions Bank with annual principal and
interest installments of $50,486, bearing interest at 3.9%,
maturing March 1, 2018.

Total notes payable for governmental activities
Total notes payable

(2) Special Assessment Bonds:
1997-2 Special Assessment Revenue Bonds, Series 1998A
due in annual principal and interest installments ranging from
$92.,488 to $93,909, with interest ranging from 4.95%-5.10%,
maturing December 1, 2008.

Total special assessment bonds
(3) General Obligation Bonds:
None
(4) Revenue Bonds:

Water Fund:
Flood Prevention Revenue Bonds, Series 1986,
due in annual principal installments of $30,000,
with 0% interest, maturing January 1, 2007.

Water Revenue Bonds, Series 1997, due in annual
principal and interest installments of $56,169.81, with
interest of 5.0%, maturing March 1, 2008.

Water Revenue Bonds, Series 1997, due in annual
principal and interest installments of $35,825.97, with
interest of 3.0%, maturing March 1, 2008.

Water Revenue Bonds, Series 1996, due in annual
principal and interest installments of varying amounts,
with 3.0% interest, maturing April 1, 2012.
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 6. Long-Term Debt, Continued

Parity Water Revenue Bonds, Series 2003A, due in annual

~ principal and interest installments of varying amounts of
approximately $45,000, with interest at 2.5%, maturing
March 1, 2024.

Parity Water Revenue Bonds, Series 2003B, due in annual
principal and interest instaliments of varying amounts,
beginning at $70,000 and increasing to $141,450 at
maturity of July 1, 2024, with interest at 2.5%.

Sewer Fund:
Parity Sewer Revenue Bonds, Series 1999, due in annual
installments of varying amounts, with 4.0% hardship grant
interest assessment, maturing February 1, 2020.

Sewer Revenue Bonds, Series 1983, due in annual
installments of principal and interest of $26,666.67,
with interest at 0.0%, maturing January 1, 2014.

Sewer Revenue Bonds, Series 1983, due in annual
installments of principal and interest of $61,391.54,
with interest at 4.5%, maturing January 1, 2014.

Total revenue bonds for business-type activities

General Fund:
Building Authority Golf Course Bonds, Series 2000A
due in annual principal installments of $25,000,
with interest at 0.0%, maturing July 1, 2022.

Building Authority Golf Course Bonds, Series 2000B
due in annual installments of principal and interest of
varying amounts of approximately $80,000, with
interest at 2.5%, maturing July 1, 2022.
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 6. Long-Term Debt, Continued

Downtown Enhancement Project, Series A,

due in annual installments of principal and interest of
varying amounts, with a interest at 2.5%, maturing
April 1, 2018.

Downtown Enhancement Project Series B,

due in annual installments of principal and interest of
varying amounts, with interest at 1.5%, maturing
April 1, 2018.

Building Authority Revenue Bond, Series 2005
due in annual installments of principal amounts of
$20,000, no interest, maturing April 1, 2015.

Total revenue bonds for governmental activities

Total revenue bonds

(5) Leases Payable:
Sewer Fund:

Lease payable in annual installments of $22,481 through
October 10, 2010, at interest of 3.65%.

Water Fund:
Lease payable in semi-annual installments of $16,985 through
July 1, 2009, at interest of 4.27%.

Total leases payable
Accrued vacation and comp time payable
Total long-term debt
Less: Current portion
Business-type activities

Governmental-type activities
Net long-term debt ‘
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 6. Long-Term Debt, Continued

There are a number of limitations and restrictions contained in the various bond indentures. The City isin
compliance with all significant limitations and restrictions.

The Governmental Accounting Standards Board requires special assessment debt to be recorded on the
books when establishment and maintenance of a guarantee fund is required; however, the Assessment
Bonds are not general obligations of the City, but are payable exclusively out of the Special Assessment
'Fund and the Guaranty Fund. The City shall not be held liable for the payment of the Assessment Bonds,
except to the extent of the Special Assessment Fund and Guaranty Fund, but shall be held responsible for
~ the lawful levy of all regular assessments, for the maintenance of the Guaranty Fund as provided by law,

and for the faithful accounting, collection, settlement and payment of the assessments and the moneys in

said Funds

The annual requirements to amortize bonds and notes payable at June 30, 2006 are as follows:

Govemmental Activities

Business-type Activities

Fiscal Period

Ending

June 30 Principal Interest Principal Interest
2007 362,731 67,670 446,448 258,793
.2008 233,016 57,264 374,085 243,667
2009 239,354 49,980 458,916 227,865
2010 155,745 42,371 473,483 211,869
2011-2015 835,544 165,466 2,492,955 798,291
2016-2020 682,723 69,221 2,378,025 355,092
- 2021-2025 306,000 11,650 824,000 60,625
Total $ 2,815,113 463,622 $ 7447912 $ 2,156,202
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 7. Capital Leases

The City has entered into two lease agreements, which are considered capital leases in accordance
with Financial Accounting Standard Board statement number 3. The leases are with Zions Bank
and are recorded in the sewer fund and water. Equipment under capitalized leases at June 30,
2006 amounts to $134,308 in the sewer fund and $184,460 in the water fund. Accumulated
depreciation on the assets is $80,585 and $17,764 respectively. The following is an annual
schedule of future minimum lease payments at 3.65% and 4.27%, under the capital leases,
together with the present value of the net minimum lease payments:

Sewer Water
Year Ending June 30 Fund Fund
2007 22,481 33,971
2008 22,481 33,971
2009 22,480 33,971
2010 22,481 16,985
2011 11,241 -
Total remaining minimum lease payments 101,164 118,898
Less amount representing interest (8,646) (9,537)
Present value of net remaining minimum
lease payments $ 92518 $ 109361

NOTE 8. Defeasance of Long-Term Debt

In prior years, Richfield City defeased certain general obligation and other bonds by placing the
proceeds for new bonds in an irrevocable trust to provide for all future debt service payments on
the old bonds. Accordingly, the trust account assets and the liability for the defeased bonds are
not included in the City’s financial statements. At June 30, 2006, $1,571,548 of bonds
outstanding is considered defeased.
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 9. Equity Classifications

Equity is classified in the government-wide financial statements as net assets and is displayed in
three components: ' '

a. Invested in capital assets, net of related debt — consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets.

b. Restricted net assets — consists of net assets with constraints placed on the use either .
by (1) external groups such as creditors, grantors, contributors, or laws or regulations
of other governments; or (2) law through constitutional provisions or enabling
legislation.

c. Unrestricted net assets — All other net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.

In the fund financial statements governmental fund equity is classified as fund balance. Fund
balance is further classified as reserved and unreserved. Proprietary fund equity is classified the
same as in the government-wide statements. '

At June 30, 2006, the City’s reserved and designated fund balances are as follows:

General Fﬁnd:

Designated: :
Inventories ' $ 100,603
Capital Projects Fund:
Reserved: _ _
Capital improvements $ 379,579
Debt Service Funds:
Reserved: :
1994 Street Improvement District $ 2,178
SID Guaranty Fund 11,415
Main Street Improvement Fund 120,683
. $ 134276
Trust Fund:
Reserved:
Cemetary Perpetual Care $ 68,723
Special Revenue Funds:
Reserved:
‘Debt service $ 190,724
Capital improvements 75,881
3 266,605
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RICHFIELD CITY, UTAH
Notes to the Financial Statements
June 30, 2006

NOTE 10. Defined Benefit Pension Plan

All full-time employees of the City participate in the Utah State-Wide Local Government
Retirement Systems (Systems).

Plan Description

Richfield City contributes to the Local Governmental Noncontributory Retirement System and
the Public Safety Noncontributory Retirement System cost-sharing multiple-employer defined
benefit pension plans administered by the Utah Retirement Systems (Systems). Utah'Retirement
Systems provide refunds, retirement benefits, annual cost of living adjustments and death benefits
to plan members and beneficiaries in accordance with retirement statutes.

The Systems are established and governed by the respective sections of Chapter 49 of the Utah
Code Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides
for the administration of the Utah Retirement Systems and Plans under the direction of the Utah
State Retirement Board (Board) whose members are appointed by the Governor.

The Systems issue a publicly available financial report that includes financial statements and
required supplementary information for the Local Governmental Contributory Retirement
System, Local Governmental Noncontributory Retirement System, Public Safety Retirement
System, Local Governmental Noncontributory Retirement System, Public Safety Retirement
System for employers with (without) Social Security coverage, and Firefighters Retirement
System which are for employers with (without) Social Security coverage. A copy of the report
may be obtained by writing to the Utah Retirement Systems, 540 East 200 S., Salt Lake City, UT
84102 or by calling 1-800-365-8772.

Funding Policy

In the Local Governmental Noncontributory Retirement System, Richfield City is required to
contribute 11.09% of their annual covered salary, and in the Public Safety System the City is
required to contribute 19.34% of their annual covered salary. The contribution rates are the
actuarially determined rates. The contribution requirements of the Systems are authorized by
statute and specified by the Board.
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NOTE 10. Defined Benefit Pension Plan, Contihued

The required contributions and amounts received for the 2006 fiscal year and the two previous
years are as follows:

Employee Employer paid Salary subject

: paid for employee Employer to retirement
Year contributions contributions contributions contributions

Noncontributory System:
Local Governmental Division

2006 N/A N/A $ 99,059 $ 893,223
2005 N/A N/A 87,093 - 785,327

2004 N/A NA 79,231 823,611

Public Safety System:
Other Division A Noncontributory

2006 N/A N/A $ 75,801 $ 391,940
2005 ‘ N/A - NA 76,469 400,779

2004 N/A - NA 59,035 363,515

The contributions were equal to the required contributions for each year.

NOTE 11. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. Risk financing
activities are accounted for in various operating funds, with unallocated or City-wide activities
being accounted for in the general fund.

The City maintains insurance for general liability, auto liability, and employee dishonesty through

The St. Paul Insurance Company. Worker’s compensation coverage is carried through the
Worker’s Compensation Fund of Utah.
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Notes to the Financial Statements
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NOTE 12. Interfund Balances and Transfers

Interfund transfers for the year ended June 30, 2006, consisted of the following:

General Capital Projects Nonmajor Nonmajor

Fund Fund Governmental Enterprise Total
General Fund $ - $ - 3 12,021 $ 17,559  § 29,580
Capital Projects 200,452 - - 25,000 315,452
Nonmajor Governmental - - 90,000 - 90,000
Nonmajor Enterprise - - 42,952 - 42,952
Total $ 290,452 $ - $ 144973 $ 42,559 $ 477984

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect
them to the fund that statute or budget requires to expend them and (2) use unrestricted revenues
collected in the general fund to finance various programs accounted for in other funds in
accordance with budgetary authorizations.

Individual fund receivable and payable balances at June 30, 2006 were:

st g

General Nonmajor

Fund Enterprise
General Fund $ - $ -
Nonmajor Enterprise - 3,697
Total $ - $ 3,697

Interfund balances resulted from the time lag between the dates that (1) Interfund goods and
services are provided or reimbursable expenditures occur, (2) transactions are recorded in the
accounting system, and (3) payments between funds are made.
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Notes to the Financial Statements
June 30, 2006

NOTE 13. Redevelopment Agency

The redevelopment agency was set up by the City and is reported in these financial statements as
a blended component unit. The bonds of the agency are not legal obligations of the City and
should they become delinquent are not backed by the good faith of the tax base of the City. The
Agency is governed by a separate board appointed by the City Council. At this time, the Council
has elected to appoint themselves as the governing board. The Richfield City Building Authority
constructed certain parking lot improvements within the boundaries of the RDA. The RDA .
leases the improvements from the Building Authority, renewable each year. The lease revenues
are used to make the bond payments. The land and improvements are included as governmental
capital assets in the statement of net assets. The bonds are also included in the governmental
column of the statement of net assets. The agency is accounted for under the modified accrual
basis of accounting, the same as the general fund.

The City’s redevelopment agency has only one project area. All revenues since the inception of
the RDA have been used for parking and asphalt improvements in that area (downtown
Richfield).

The following is information concerning the taxes collected, bonds outstanding and costs
expended for the fiscal year ended June 30, 2006.

Tax increment collected $ 181,602
Tax increment paid to taxing entities None
Outstanding bonds ' $ 381,000
Outstanding loans None
Funds expended:

Acquisition of property None
Site improvements None
Public utilities None
Administrative costs $ 4,500
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NONMAJOR FUNDS

DEBT SERVICE FUNDS

The Debt Service Funds account for the resources accumulated and payments made for principal and
interest on long-term general obligation debt of the governmental funds.

1994 Street Improvement District Fund - This fund is used to account for the funds accumulated and
payments made for the Series 1994 Special Assessment Bonds.

SID Guaranty Fund — This fund is used to account for the property tax revenues used to guaranty payment
of the Series 1994 Special Assessment Bonds and the Series 1997-2 Special Improvement Bonds.

Main Street Improvement Fund — This fund is used to account for the funds accumulated and payments
made for the Series 1997-2 Special Assessment Bonds.

SPECIAL REVENUE FUNDS

Special revenue funds are used to account for specific revenues that are legally restricted to expenditures
for particular purposes.

Redevelopment Agency Fund — This fund is used to account for property tax revenues to be used on
redevelopment projects. :

Peterson UDAG Fund - This fund is used to account for federal government grant funds to be used on
economic development projects as approved by the City council.

Building Authority Fund — This fund is used to collect rent revenues from Richfield City and Richfield
City Redevelopment Agency and to use those revenues to pay off the bonded indebtedness incurred to
finance the construction of several downtown improvement projects and golf course improvements.

PERMANENT FUND

Permanent funds are used to report resources that are legally restricted to the extent that only earnings, not

- principal, may be used for the purposes that support the reporting government’s programs.

Perpetual Care Permanent Fund — This fund is used to account for the principal trust amounts received
and related interest income. The interest portion of the trust can be used to maintain the community
cemetery.

PROPRIETARY FUNDS

Proprietary funds are used to account for the provision of utility services to the residents of the City

Landfill Fund — This fund is used to account for the billings and collections of landfill services. The City
keeps a portion of the billings as an administrative fee and remits the remainder to Sevier County.

Refuse Collection Fund — This fund is used to account for the provision of refuse collection for the

residents of the City.
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RICHFIELD CITY, UTAH
Combining Balance Sheet
Nonmajor Governmental Funds

June 30, 2006
Debt
Service
1994 Street
Improvement SID Main St.
District Guaranty Improvement Total
Assets
Cash and cash equivalents 8 - 3 - 3 - $ -
Receivables . 40,194 . - 126,354 166,548
Restricted cash and cash equivalents 2,178 11,415 120,683 134,276
Total assets $ 42,372 $ 11,415 $ 247,037 $ 300,824
Liabilities and Fund Balances
Liabilities:
Deferred revenue $ 40,194 $ - $ 126,354 $ 166,548
Total liabilities ‘ 40,194 - 126,354 166,548
Fund Balances:
Reserved for: ‘ ‘
Debt service 2,178 11,415 120,683 134,276
Capital outlay - : - - -
Perpetual care - Lo - -
Unreserved, undesignated ' - - - -
Total fund balances ' 2,178 11,415 120,683 134,276
Total liabilities and fund balances $ 42,372 $ 11,415 $ 247,037 $ 300,824
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Special Permanent
Revenue Fund
Total
Nonmajor

Redevelopment Building Perpetual Governmental

Agency UDAG Authority Total Care Funds
- 3 - 8 - - 3 - -
- - - - 1,062 167,610
47,323 $ 28,558 190,724 266,605 67,661 468,542
47,323 $ 28,558 $ 190,724 $ 266,605 $ 68,723 636,152
- $ - $ - $ - $ - 166,548
- - - - - 166,548
- - 190,724 190,724 - 325,000
47,323 28,558 - 75,881 - 75,881
- - - - 68,723 68,723
47323 28,558 190,724 266,605 68,723 469,604
47,323 $ 28,558 $ 190,724 $ 266,605 $ 68,723 636,152

44



, RICHFIELD CITY, UTAH
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Nonmajor Governmental Funds
For the Year Ended June 30, 2006

Debt
Service
1994 Street
Improvement SID Main St.
District Guaranty Improve ment Total
Revenues '
Special assessments $ 7613 §$ - 3 81,175 $ 88,788
Property taxes - 24,510 - 24,510
Rental income ' - - - -
Investment earnings 2,981 - 11,917 14,898
Other revenues ‘ - 3,327 - 3,327
Total revenues 10,594 27,837 93,092 131,523
Expenditures
Current:
General government - - 750 750
Principal - - 76,000 . 76,000
Interest _ - - 16,570 16,570
Total expenditures - - - 93,320 93,320
Excess (deficiency) of revenues
over (under) expenditures 10,594 27,837 (228) 38,203
Other Financing Sources (Uses)
Operating transfers in 90,000 - - 90,000
Operating transfers out . - (90,000) - (90,000)
Total other financihg sources and uses 90,000 (90,000) - -
Net change in fund balances 100,594 (62,163) (228) 38,203
Fund balances, beginning of year (98,416) 73,578 120911 96,073
Fund balances, end of year $ 2,178 $ 11415 $ 120683  $ 134,276
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Special Permanent
Revenue Fund
Total
Nonmajor
Redevelopment Peterson Building Perpetual Governmental
Agency . UDAG Authority Total Care Funds

- $ - $ - $ - $ - $. 88,788

181,602 - - 181,602 - 206,112

- - 290,667 ‘ 290,667 - 290,667

- 2,116 4,146 6,262 2,960 24,120

- - - - 10,981 14,308

181,60'2 2,116 294,813 478,531 13,941 623,995
143,506 - 4,514 148,020 - 148,770

- - 242,000 242,000 - 318,000

- - 44,160 44,160 - 60,730

143,506 .- 290,674 434,180 - 527,500
38,096 : 2,116 4,139 44,351 13,941 96,495

- - - - - 90,000
- (42,952) - (42,952) (12,021) (144,973)
- (42,952) - (42,952) (12,021) (54,973)

38,096 (40,836) 4,139 1,399 1,920 41,522
9,227 69,394 186,585 265,206 66,803 B 428,082

$ 47,323 $ 28,558 $ 190,724 § 266,605 $ 68,723 $ 469,604
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RICHFIELD CITY, UTAH
Combining Statement of Net Assets
Nonmajor Proprietary Funds

June 30, 2006
Landfill Refuse Totals
Fund Collection 20006

Assets
Current assets:

Cash and cash equivalents $ - $ 13,603 $ 13,603

Receivables, net of allowance : 21,287 18,752 40,039

Due from other funds ' ‘ - 3,697 - 3,697

Total current assets 21,287 36,052 57,339

Total assets 21,287 36,052 57,339
Liabilities
Current liabilities:

Accounts payable 17,590 - 16,851 34,441

Due to other funds 3,697 - 3.697

Total current liabilities . 21,287 16,851 38,138
Total liabilities 21,287 16,851 38,138
Net Assets
Unrestricted - 19,201 19,201
Total net assets. $ - _SE_ 19,201 $ 19,201
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RICHFIELD CITY, UTAH
Combmmg Statement of Revenues, Expenses and Changes in Net Assets
Nonmajor Proprietary Funds
For the Year Ended June 30, 2006

Landfill Refuse Totals
Fund Collection 2006
Operating revenues:
Charges for services $ 229.536 $ 201,587 $ 431,123
Total operating revenues 229,536 201,587 431,123
Operating expenses:
Bad debts 139 117 256
Contractual services 211,838 194,829 406,667
Office expense ' ‘ - 3,694 3,694
- Total operating expenses 211,977 198,640 410,617
Operating income (loss) 17,559 2,947 20,506
Contributions and transfers: ‘
Transfers to other funds (17.559) - (17,559)
Change in net assets - 2,947 2,947
Total net assets, beginning of year, - 16,254 16,254
Total net assets, end of year ‘ $ - $ 19,201 $ 19,201
48



RICHFIELD CITY, UTAH
Combining Statement of Cash Flows
Nonmajor Proprietary Funds
For the Year Ended June 30, 2006

Landfill ~ Refuse Totals
Fund Collection 2006
Cash flows from operating activities:
Cash received from customiers, service fees $ 229,412 $ 200,642 § 430,054
Cash paid to suppliers (226,113) (201,249) (427,362)
Net cash flows from operating activities 3,299 (607) 2,692
Cash flows from noncapital financing activities: :
Transfers (to) from other funds (17,559) - (17,559)
Net cash flows from noncapital financing activities (17,559) - (17,559)
Net change in cash and cash equivalents (14,260) (607) (14,867)
Cash and cash equivalents, beginning of year 14,260 | 14,210 28,470
Cash and cash equivalents, end of year $ - $ 13,603 $ 13,603
Reconciliation of operating income (loss) to
net cash flows from operating activities:
Net operating income (loss) $ 17,559 $ 2,947 . $ 20,506
Adjustments to reconcile net operating income (loss) :
to net cash flows from operating activities
Changes in operating assets and liabilities:
(Increase) Decrease in receivables (124) (945) (1,069)
(Increase) Decrease in due from other funds ‘ - (3,697) (3,697)
Increase (Decrease) in accounts payable (17,833) 1,088 (16,745)
Increase (Decrease) in due to other funds ‘ 3,697 - 3,697
Net cash flows from operating activities $ 3,299 $ 607) § 2,692

Noncash investing, capital, and financing activities

No items noted
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FEDERAL AND STATE REPORTS
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&‘ HlNTON BURDICK

HlNTON BURDICK HALL & SPILKER PLLC

 CPAs & ADVISORS

. ‘ ST o MEMBERS:
Independent Auditors’ Report on Internal Control over - ' ko ). Brausercer

Financial Reporting and on Compliance and Other Matters DeAN R. BURDICK
Based on an Audit of Financial Statements ‘ . RoBERT S. Cox

Performed in Accordance w1th Government Auditing Standards-. . © . BRENTR Hai.
] KENNETH A. HINTON

. o : MoRrris ‘J. PEACOCK"—
i : . PHILLIP S. PEINE

The Honorable Mayor and ' MicHAEL K. SPILKER"

Members of the City Council o ' _ - . MARK E. TICHENOR

‘Richfield, Utah

We have audited the financial statements of Richfield Clty, Utah, as of and for the year ended June 30

2006, and have issued our report thereon dated October 27, 2006.- We conducted our audit in accordance

with auditing standards generally accepted in the United States of America and the standards applicable to

financial audits contamed in Government Audztmg Standarcls issued by the Comptroller General of the

United States

: ComplianCe

As part of obtammg reasonable assurance about whether Richfield City’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,

_ contracts, and grants, noncompliance with which could have a direct and material effect on the

determmatlon of financial statement amounts. However, providing an opinion on comphance with those

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The

results of our tests disclosed no instances of noncompliance that are required to be reported under

- Government Auditing Standards. However, we noted certain instances of noncompllance, which we have

reported to management of Richfield City in a separate letter dated October 27, 2006.

Internal Control over F1nanc1a1 Regortmg

In planning and performmg our audlt we cons1dered Rlchﬁeld City’s internal control over financial

| reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the

financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses. A material weakness is a

condition in which the design or operation of one or. more of the’ internal control components does not

reduce to'a relatively low level the risk that misstatements in amoiints that would be material in relation to
the financial statements being audited may occur and not be detected within a timely period by employees

in the normal course of performing their assigned functions. We noted no matters involving the interal

control over ﬁnanc1al reportmg and its operat1on that we cons1der to be materlal weaknesses

337 SoutH MaIN, Suite 230 PO. Box 38 P.O. Box 3575
CEDAR PROFESSIONAL PLAZA 63 SoutH 300 EAsT, SuiTE 100 $90 W. MesquITE BLvp., Sulte 201
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FaX (435) 867-61 1 1 Fax (435) 628-3668 Fax (702) 346-3464
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. This report is intended for the information of the mayor, audit commlttee management and various
* federal and state agencnes and is not mtended to be and should not be used by anyone other than these
. speclﬁed parttes o . -

: .'Whlle these reports are mtended to be used by the spemﬁed partles, which mclude the apphcable

" government regulatory bodies Wthh require the reports, this report restriction does not alter the fact that

. the audit reports are public documents whtch based on Utah laws must be open to mspectlon by any
mterested person o : : .

Hmhm %w(éa HuM*g ,u(,@,r pr
" HINTON BURDICK HALL & SPILKER PLLC L
e 'October 27 2006 ' '
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"ﬁ% HlNTON BURDICK

- HINTON BURDICK HALL & SPILKER PLLC

‘CPAs & ADVISORS

‘MeMBERS: ' _
Kris J. BRAUNBERGER )
DEAN R. BURDICK -
" RoBERT S. Cox
BRENT R, HALL
' - ) Lo . KENNETH A. HINTON :
Independent Auditors’ Report on .+ Mornis J. PEACOCK

State Legal Compliance PHILLIP S, PEINE
MicHAEL K. SPILKER .

. . . Magrk E. TICHENOR
The Honorable Mayor and ..
Members of the City Council "
Richfield, Utah |

We have audited the basic financial statements of Richfield City, Utah, for the year ended June 30, 20006,."
and have 1ssued our report thereon dated October 27, 2006. As part of our audit, we have audited -
‘Richfield City's compliance with the requirements governing types of services allowed or unallowed;
eligibility; matchmg, level of effort, or earmarking; reporting; special tests and provisions appllcable to
each of its major State assistance programs as required by the State of Utah Legal Compliance Audit
~Guide for the year ended June 30, 2006. The City received the followmg major State assistance programs '
from the State of Utah:

C Road Funds (Department of Transportéition) .
' Liquor Law Enforcement (State Tax CommisSion)

- Our audit also included testwork on'the City's comphance w1th those general comphance requ1rements
identified in the State of Utah Legal Compliance Audit Gulde including:

- Public Debt
- Cash Management
. Purchasing Requirements -
.~ Budgetary Compliance
* . Truth in, Taxation and Property Tax Llrmtatlons
- Liquor Law Enforcement
B & C Road Funds . o
Other General Compliance Issues -
Department of Commerce
Impact Fees & Other Development Fees
Asset Forfeitures

The management of Richfield City is résponsible. for the City's compliance with all‘compliancle‘ |

requirements identified above. Our responsibility is to express an opmlon on compliance with those
requ1rements based on our audit. S o : :
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- 'We conducted our audit in accordance with auditing standards generally accepted in the United States of .
. America and Government Auclztmg Standards, issued by the Comptroller General of the United States.
) ‘Those standards 1equ1re that we plan and perform the audit to obtain reasonable assurance about whether ‘

' material non-compliance with the requirerents referred to above occurred. An audit includes ‘examining,
' on a test basis, evidence about the City's complrance with those requlrements We beheve that our audrt L
I provrdes a reasonable basis for our op1mon ' o '

" The results of our- audrt procedures drsclosed 1mmaterral mstances of non-comphance with the
~‘requirements. referred to above, which are described in the accompanying schedule of findings and
'.._'-recommendatrons We consrdered these instances of non-compliance in formmg our oprmon on
g comphance whrch is expressed in the fol]owmg paragraph o

~ In our opmlon chhfreld City, Utah, comphed in all materra] aspects, wrth the general comphance ‘

~ fequirements- identified above and the requirements governing types of services allowed or unallowed;
' ehglbrhty, matchmg, level of effort, ‘or earmarking; reporting; and specral tests-and provisions that are .
apphcable to each ofits ma]or State assrstance programs for the year ended June 30, 2006.

o, &MMA, it spiker; ma_

HINTON BURDICK, HALL & SPILKER PLLC

October 27 2006




V2 HINTONBURDICK

CPAs & ADVISORS

) : L o ) MEMBERS£
Findings and Recommendations o KRis J. BRAUNBERGER
. DeaN R. BuRrbpicK -
Roa_:ln'r‘s. Cox

: i o o ) ' . Lo BRENT R. HALL
'Tbe Holnota'ble :Mayor and o " , . KENNETH A. HINTON' .
Cl_ty Council S o . Mornris J. PEACOCK
Richfield Clty, Utah . : - PHILLIP S, PEINE
: . . ‘ . MicHaeL K. SPiLker
Ladies and Gentlemen: - : - MaRK E. TicHENOR

During our audit of the funds of Richfield City for the fiscal year ended June 30, 2006,j we noted several
improvements in the City's accounting and budgeting system and wish to commend the City for making
several needed changes and improvements. We noted several areas needing corrective action in order for

the City to be in compliance with state laws and regulations. These items are discussed below for your
- ‘consideration. : . IR

State Complia'née Findings and Recommendations:

06-01. .Budget_afy Compliance - Exceeding Budget Appropriations
Finding

The Fiscal Procedures Act for Utah Cities requires cities to restrict expenditures to the
authorized department budget. The City was over-budget in various departments in the
general fund. We also noted that the building authority and capital projects funds were
over budget in total expenditures

Recommendation

We fré:cdthend’ that the City operate within the confines of State law by limiting
expenditures or following proper procedures to adjust the departmental budgets.

Managements’ Response

We concur with the finding and recommendation.
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06 07 Cash Recerpts Dep051t Comphance

: Durmg our test work of. cash recelpts deposrts made w1th1n three busmess days we noted’ that the
' Golf Course had instance. of not deposrtmg w1th1n the requrrement trme frame :

3 ReciOmmendation, o

We fecommend that the City deposit all cash receipts within three business days

Managements” Response "

We concur 'With the ﬂnding and recommendation.

T '. 06-03. Bondmg for Crty Treasurer

' We noted that the Crty Treasurer is under bonded per Utah Cocle 51 7 15..

Recommendatlon

o We recomrnend that the C1ty obtam sufﬁc1ent bondmg for the City Treasurer to be in compliance
‘ ‘wrth State Statute . _ 7

Managements’ Response

‘We concur with the finding and recor_nrnendation.‘
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General Findings and Recommendations:

06 Ol Da1ly Golf Cash Recelpt

""We noted durlng our testwork of daily golf cash receipts. that in several mstances the total
‘ 'revenues per the darly golf register did not agree to the daily cash register sales report

'Recommendatron

o We recommend that the Clty take approprlate steps to ensure that the daily golf reg1ster totals
L agl ee to the dally sales report and that any drscrepancres are properly reconciled.

-Management s Response

~We concur with the finding and recommendation.

~This letter is intended solely for the use of the city council and management.

It has been a pleasure to be of service to the City this past year. We would like to express specral thanks
to each of you who assisted us so efficiently in this year's audit. We invite you to ask questlons of us
throughout the year as you feel necessary. We look forward to a contmued profess1onal relatlonshlp

Sincerely,

Hiwtm, WJ ey Hall-t $(nllaor PLLC

HINTON BURDICK HALL & SPILKER PLLC

October 27 2006
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SUPPLEMENTARY INFORMATION
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Richfield City Corporation
Schedule of Impact Fee Collections (Sewer)

Project Scheduled

Date Impact Amount Project or Project for which
Fees Received Received Development Impact Fees were Used for Expenditure

7/11/2005 $1,406.25 Walley Properties/114 2004/2005 Water Improvements N/A
7/11/2005 $1,406.25 Walley Properties/190 2004/2005 Water Improvements N/A
7/29/2005 $2,250.00 Regina Dickinson Home 2004/2005 Water Improvements N/A
8/18/2005 $2,000.00 Cory Winkle Subdivision Lot 5 2004/2005 Water Improvements N/A
8/18/2005 $2,000.00 Cory Winkle Subdivision Lot 7 2004/2005 Water Improvements N/A
8/31/2005 $2,250.00 Brady Nielson Home 2004/2005 Water improvements N/A
9/8/2005 $4,500.00 Cove Devel. Homes 2004/2005 Water Improvements N/A
9/16/2005 $2,250.00 James Dicus Home 2004/2005 Water improvements N/A
9/20/2005 $2,250.00 Alma Magleby Home 2004/2005 Water Improvements N/A
10/6/2005 $2,250.00 Steve MacDonald Home 2004/2005 Water Improvements N/A
10/14/2005 $1,406.25 Walley Properties/160 2004/2005 Water Improvements N/A
10/31/2005 $2,250.00 Allen Higgs Home 2004/2005 Water Improvements N/A
11/4/2005 $2,250.00 Craig Blake Home 2004/2005 Water Improvements N/A
11/16/2005 $2,250.00 Eddie Lee Home 2004/2005 Water Improvements N/A
12/15/2005 $18,000.00 Walnut Grove Devel. Condominiums 2004/2005 Water Improvements N/A
1/9/2006 $2,250.00 Dee Mahan Home 2004/2005 Water Improvements N/A
2/15/2006 $2,250.00 Cory Winkle Subdivision 2004/2005 Water Improvements N/A
2/15/2006 $2,250.00 Cory Winkie Subdivision 2004/2005 Water Improvements N/A
3/15/2006 $2,250.00 Emily Bogh Home 2004/2005 Water improvements N/A
3/20/2006 $2,250.00 Joh Byers Home 2004/2005 Water Improvements N/A
3/22/2006 '$2,250.00 Roger Gould Home 2004/2005 Water Improvements N/A
3/23/2006 $2,250.00 Matt Harmon Home 2004/2005 Water Improvements N/A
3/27/2006 $9,000.00 Walnut Grove Devel. Condominiums 2004/2005 Water Improvements N/A
4/17/2006 $2,250.00 Kirby Gardner Home . 2004/2005 Water Improvements N/A
4/21/2006 $2,250.00 Lindsey Mcdonald Home 2004/2005 Water Improvements N/A
4/25/2006 $2,250.00 William T. Gardner Home 2004/2005 Water Improvements N/A
5/4/2006 $2,250.00 Quality Home Builders Home 2004/2005 Water Improvements N/A

$82,468.75 .

In the year 2000, Richfield City constructed and replaced several sewer mains throughout the City in order
to accommodate growth. Also, in 1983 a sewer lagoon was constructed with a capacity to accommodate
a population of between fifteen and twenty thousand people. These two projects were constructed for a
combined cost of $7,000,000. Impact fees are being used to pay for the oversizing of the lagoons, and the
increased size of pipas needed for growth. .

$7,000,000.00 Improvements
($78,987.50) 2004/2005 Impact Fees used
($82,468.75) 2005/2006 Impact Fees used
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Richfield City Corporation
Schedule of Impact Fee Collections (Water)

Date Impact Amount Project or Capital Project for which Project Scheduied
Fees Received Received Development Impact Fees are/were Budgeted for Expenditure
7/11/2005 $1,406.25 Walley Properties/114 2004/2005 Water Improvements N/A
7/11/2005 $1,406.25 Walley Properties/190 2004/2005 Water Improvements N/A
7/29/2005 $2,250.00 Regina Dickinson Home 2004/2005 Water Improvements N/A
8/18/2008 $1,000.00 Cory Winkle Subdivision Lot 5 2004/2005 Water Improvements N/A
8/18/2005 $1,000.00 Cory Winkie Subdivision Lot 7 2004/2005 Water Improvements N/A
8/31/2005 $2,250.00 Brady Nielson Home 2004/2005 Water Improvements N/A
9/8/2005 $4,500.00 Cove Devel. Homes 2004/2005 Water Improvements N/A
9/16/2005 $2,250.00 James Dicus Home 2004/2005 Water Improvements N/A
 9/20/2005 $2,250.00 Alma Magleby Home 2004/2005 Water Improvements N/A
9/28/2005 $5,265.00 Winkle Dist. Warehouse Dev. 2004/2005 Water Improvements N/A
10/6/2005 $2,250.00 Steve MacDonald Home 2004/2005 Water Improvements N/A
10/14/2005 $1,406.25 Walley Properties/160 2004/2005 Water improvements N/A
10/31/2005 $2,250.00 Allen Higgs Home 2004/2005 Water Improvements N/A
11/4/2005 $2,250.00 Craig Blake Home 2004/2005 Water Improvements N/A
11/16/2005 $2,250.00 Eddie Lee Home 2004/2005 Water Improvements N/A
12/15/2005 $18,000.00 Walnut Grove Devei. Condominiums 2004/2005 Water Improvements N/A
1/9/2006 $2,250.00 Dee Mahan Home 2004/2005 Water Improvements N/A
2/15/2006 $2,250.00 Cory Winkle Subdivision 2004/2005 Water Improvements N/A
2/15/2006 $2,250.00 Cory Winkle Subdivision 2004/2005 Water Improvements N/A
3/15/2006 $2,250.00 Emily Bogh Home 2004/2005 Water Improvements N/A
3/20/2006 $2,250.00 Joh Byers Home 2004/2005 Water improvements N/A
3/22/2006 $2,250.00 Roger Gould Home 2004/2005 Water Improvements N/A
3/23/2006 $2,250.00 Matt Harmon Home 2004/2005 Water Improvements N/A
3/27/2006 $9,000.00 Walnut Grove Devel. Condominiums 2004/2005 Water Improvements N/A
4/17/2006 $2,250.00 Kirby Gardner Home 2004/2005 Water Improvements N/A
4/21/2006 $2,250.00 Lindsey Mcdonald Home 2004/2005 Water Improvements N/A
4/25/2006 $2,250.00 William T. Gardner Home 2004/2005 Water Improvements N/A
5/4/2006 $2,250.00 Quality Home Builders Home 2004/2005 Water Improvements N/A
‘ $85,733.75 )

The 2004/2005 Water Improvement Project was needed as a result of growth. A new water tank was installed

at a cost of $1,000,000.00. Also, a new deep water well was drilled with the accompanying mechanical and

building structures, and appropirate distribtuion lines. Also, a pump hose from the lower water system to the

upper water system was installed in order tc accommodate water shortages on one side of the other of the distribtuion system.
The cost of the other improvements was $1,700,000.00. Aiso, growth has required the City to purchase underground

water rights. These rights were purchased as a direct result of growth and were purchased for $800,000.

$3,500,000.00

Water System Improvements

($76,667.50) 2004/2005 Impact Fees Used
($85,733.75) 2005/2006 Impact Fees Used
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